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Introduction

For some years now observers of the American higher education

scene have been concerned about the fate of higher education's private

sector (See Carnegie Council, 1978, 1980). Though this sector had been

losing market share for decades, there was generally little concern as

long as enrollments and related revenues grew at healthy pace. But

private sector enrollment growth came to an abrupt halt in the late

1960's and early 1970's even as a newly sluggish economy plagued by

rapid inflation suddenly intensified the independent institutions'

financial problems. Nationwide, independent sector enrollments

recovered a bit in the mid-1970's but fiscal pressures continued and

by this time it seemed clear that the sector faced serious long-term

threats to its size, health and societal impact.

Particularly noteworthy in this connection were three reports

published in 1977, 1978, and 1980 by prestigious organizations calling

attention to the present and likely future plight of private higher

education (Education Commission of the States 1977; Brenemon and Finn

1978; Carnegie Council on Policy Studies in Higher Education 1978,

1980). Like analysts before and since, these reports emphasized the

importance of independent higher education as a source of increased

diversity of approach and range for student choice, as a source of

healthy competition for public institution in regard to quality and

associated educational values, and as a provider of models of

institutional autonomy and its virtues for public sector leadership to

look to. Of course, the reports also pointed to the sheer magnitude
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of the task performed by private higher education in enrolling more

than two million students each year at relatively small public

expense, a burden the taxpayer would presumably k)therwise have to bear

in much larger measure. In this paper we will not dispute these

widely-endorsed claims about the value to society of a healthy

independent higher education sector, but will assume that they are

basically sound.

In looking to the future, analysts such as those just cited

emphasized economic uncertainties--at that time inflation was a

particularly fearful spectre--and the implications of the impending

long decline in the number of individuals annually reaching the

traditional age of college attendance. On this last point, the

concern was that a reduced pool of studefits would create a "buyer's

market" condition forcing tuition-dependent private institutions to

compete financially (in terms of tuition and student aid), with public

schools and each other for fewer students. With their much lower

tuition levels, public institutions would have a big advantage in such

a competition, forcing perhaps hundreds of independent colleges out of

business (Brenemon and Finn, 1978, Chapter 1).

While not ignoring the federal role (largely via federal

student aid policy and funding), most analyses of the plight of

private higher education emphasize the crucial importance of the

states. We support this view. The states have always had the major

governmental responsibility for higher education in this country, and

there Is in quite a few states a tradition (in some cases going back



i
t

b
a

to colonial times) of state aid to private colleges. Moreover, the

trend in the 1980's toward shifting increased responsibilities from

the federal government to the states and the Reagan Administration's

concerted efforts to reduce federal student aid spending imply a still

more important state role. Most central perhaps is the fact that the

states essentially operate the public sector of higher education and

it is this directly state-supported sector that competes with the

private one. As we shall show in this paper, policies in regard to

public college tuition and fee levels, as well as state policies in

other areas, do make a difference to the private sector.

Since state governments and state taxpayers are responsible for

public higher education, they must also be concerned about its future

cost. We can now see in most states much m(lre clearly than was

possible a few years ago the end of the era of stable or declining

higher education enrollments as the children now beginning to swell

elementary school student numbers reach college age. Just about the

tine when a bulge of faculty retirements will make staffing public

college faculties an increasing problem (i.e., in the middle to late

1990's), postsecondary enrollment demand will increase sharply.

States would be wise to consider tile valu- of a healthy private higher

education sector in this not-so-distant future as they make policy

that affects this sector during the current difficult era. We shall

see here that, while the independent sector may appear at first glance

to be remarkably robust, these superficial appearances are deceiving

for an important segment of it. State policies will be an important
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factor in how successfully many independent institutions weather the

difficult years immediately ahead.

Purpose and Structure of the Paper

The purpose of this paper is to outline the thinking behind and

the results of a several-year, national study of the relationships

between state policies and

the reasons why the topic

theoretical perspective we

private higher education. After reviewing

is important (above), we next explain the

brought to the study. Then, we provide an

overview of our data sources and research methods. The section on

findings begins with a discussion of national enrollment trends in the

independent sector in relation to earlier forecasts. There we present

the results of

fiscal policies

public sector

our new empirical analyses of the impacts of state

(state aid to private colleges and their students

tuition levels) on private institutions on

and

such

dimensions as enrollment, enrollment demographics, per-student

spending for educational purposes, and rates of tuition increase.

Then we present data on how independent institutions have managed to

do as well as they have thus far in sustaining enrollments in an era

of demographic decline, a growing "tuition gap" relative to public

institutions, and generally stable or declining (in real terms)

government-funded student aid. (An important part of the answer seems

to be that many of them have shifted funds from their capital budgets

and within their operating budgets from education-related and physical

plant expenditures to student aid in order ot maintatin enrollments.)
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Next, we present the results from our more qualitative research

in five states on the nature and impacts.on the private sector of

states' higher education planning and program review policies and of

their policies toward information collection and dissemination in

higher education. While, 38 expected, these policy areas are of less

fundamental importance to the health of the independent sector than

state fiscal policies, the findings are interesting and do suggest

some notable effects. Finally, the paper concledes with a brief

summary of the key findings and an assessment of needs for further

research.

Theoretical Perspective

We seek in this research to make some conceptual sense of the

complex array of state policies that have a significant impact on

private higher education, as well as to assess the impacts of specific

state policies. We believe such conceptualization to be of value not

only for understanding for its own sake, but also as a means for

helping to forecast future state policy directions and to assess their

likely effects.

The core theoretical idea is that the several ways in which a

state's policies affect its private higher education sector can be

usefully thought of in terms of a continuum with three clearly

identifiable nodes. These might be considered idealtype "state

policy postures" for no actual state will match all characteristics of

any of the types, although some could be reasonably close. To the

extent that the characterizations represented by the nodes are



comprehensive in terms of policies and characteristics encompassed and

are internally consistent, they provide possible benchmarks against

which to compare the characteristics of actual states. Also, to the
A

extent that the characteristics and policies at the nodes can be

connected with behavior that leads to predictable effects, and to the

extent that real states can be aligned along the aforementioned

continuum, the construct provides some basis for predictions about

policy inputs. Specific applications of these ideas to our ;Tindings

from the research reported in this paper will be suggested later.

The Conceptual,Framework Briefly Sketaled

Most of the research reported on in this paper, and the

conceptual framework categories (nodes on the continuum discussed

above), focus on state policies in four issue.areas we found to be the

key ones in regard to state policy impacts on the private higher

education sector. These we term:

(1) access/choice policies--state student aid policy and fundings,

and state policies and actions affecting public college and

university tuition and fee levels;

(2) 5nstitutional assistance policies--policies and programs

(excluding student aid) by which state funds go directly or

indirectly to Independent campuses;

(3) state higher education planning and program review

policies--these affect independent institutions' opportunities to

play a planned role in the state-wide "system" of postsecondary

education, the amount of geographic and programmatic competition



from public campuses they are subject to, and their involvement in

new state initiatives that arise from time to time (e.g.,

state-wide academic library and computing networks,.

economic-development-oriented research and technology initiatives,

etc.);

(4) information poticies--these encompass state collection of data

about private institutions and their students, and also its

analysis and dissemination to "consumers" and potential consumers

(students, prospective students and their parents).

The three "model" state policy postures toward the private

higher education sector (defined largely in terms of the above four

key issue areas) are outlined below. (In these characterizations, the

pure idell-types have been modified somewhat so as to make them more

clearly recognizable in relation to present-day realities.)

The Laissez-Faire Posture.

Until the late 1950s and 1960s, most states most of the time

took a "hands-off" or laissez-faire approach toward postsecondary

education, beyond providing tax subsidies that benefited all nonprofit

institutions and budget arrangements that in essence "left the money

on the stump" for public institutions to pick up.

Over the past two or three decades, state governments have come

under increasing pressure tp develop mechanisms for planning and

coordinating (some would say for regulating and controlling)

postsecondary education. Given the substatial share of the state

budget that goes for highe- education in even the smallest states, a

8
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pure laissez-faire approach is no longer possible, in particular in

dealing with public institutions. Virtually all states now have some

kind Of planning and coordinating structures, rd many have some sort

of statewide master plan for higher education. Thus, the pragmatic

meaing of "laissez-faire" has changed somewhat; today the term beit

describes a strategy for--or, perhaps more precisely, a pattern

of--dealing with the independent sector. Empirically, we find that

such a posture may coexist with an approach toward the public sector

that near the regulatory end of the continuum (as in Texas).

In the modern laissez-faire policy approach, the state is

direct role in relation to independent higher education is limited,

even perfunctory. The activities of the private sector are not

planned or coordinated with those of the other sectors, much less

regulated and controlled (despite the existence of structures which

are nominally supposed to plan and coordinate across sectors). Any

state subsicUes to the privatc sector or its students would be small

and not distributed according to a carefully thought-out state plan,

but largely according to the policies of budgetary incrementalism

(Davis, Dempster, & Wildavsky, 1966; Wildavsky, 1984). Independent

institutions are virtually ignored in such areas as direct state

support and contracts, student aid, the setting of public-sector

tuition and fees, the collection and dissemination of state-level

information, and academic planning and program review.

States whose policies toward the independent sector resemble

this characterization do exist today. Though all the states with

private colleges have some mechanism to allow private college students

9
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Vo take advantage of federal State Student Incentive Grant (SSIG)

moneys, a few laissez-faire-oriented states do not provide the

required matching funds from the state treasury but require the

college to provide the match. In a number of states, the

state-supported student aid programs are meagerly funded and/or have

design features, such as low maximum awards or low family income

ceilings, that ensure that little of the money goes to students

enrolled in private institutions. Only about 20 states have programs

of direct institutional aid programs or have substantial and

broadly-based contracts with private institutions. (The number is

considerably smaller--nine or ten, depending on precise

definitions--if states with programs of direct appropriations to

private institutions only are included.) Wilson and Miller (1980)

reported that more than a dozen states had never involved independent

institutions in statewide planning or program review activities (p.

23). A survey by Odell and Thelin (1981) indicated that in a number

of states little significant information is collected from the

independent institutions by the state. Our own research gives little

indication that these patterns have fundamentally changed. We also

found that a low level of state involvement with the private sector in

one of these issue areas tends to be associated with a low level of

involvement in the others. Thus, something approaching a

laissez-faire approach to the independent sector is still quite

possible.

In genera/ it appears that a near laissez-faire posture is most

likely in states with relatively small (in terms of enrollment share)

10
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private sectors, and this appears to be related to the sector's lack

of political influence in the state capital. Additional variables at

work.may include the religious emphasis of the private colleges in the

state (e.g., denominational schools in the south often eschew

involvement with government) and the general spending propensities of

the state (since aid to private institutions is likely to look a lot

like any other new area of state spending), as well as the independent

sector's apparant fiscal health and future enrollment prospects.

Where these last two are reasonably strong, the independent sector may

choose to use whatever political influence it possesses to ward off

rather than to seek state involvement.

More commonly, however, facing the prospect of a long period of

intense and costly competition for a stable or even declining pool of

students, we might expect to see mahy private institutions casting

about for new sources of revenue and, in spite of the dangers to their

independence, for relief from competitive pressures. State

governments, where the independent sector can muster the political

resources to influence them, can provide both. The state can provide

funds through direct grants or contracts with private institutions and

it can help them more indirectly by increasing financial aid to

students on terms that serve to reduce (or even eliminate) that net

price advantage enjoyed by public institutions. It can also influence

the level of tuitions in the public sector (through budget leverage if

not by fiat), and can restrict through its planning and program review

activities programmatic efforts by public schools that strengthen

their competitive position. Even state information policies can have

11
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competitive effects if they inpact the public and private sectors

differentially. Thus, except where laissez-faire attitudes and

traditions are firmly entrenched, the independent sector is quite

small or for other reasons is politically weak, or where the

demograplc and fiscal prospects of the independenta are unusually

bright, we would expect to see the laissez-faire posture to come ander

increasing political pressure as the era of intense competition in

higher education wears on.

12
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The Market-Competitive Posture. Rather than letting the chips fall

where they may, as in the laissez-faire model, a state may take a more

active posture toward private higher education and

private-public-sector relations; Although they avoid the detailed

central planning characteristic of the regulatory approach (discussed

next), state authorities under this type of regime nonetheless take a

comprehensive view of the state's postsecondary education resources,

including its independent institutions, seeking to facilitate the

workings of the marketplace and to promote evenhanded competition

across sectors. This posture is best termed "market-competitive,"

Under the pure market-competitive approach, state intervention

would be limited to addressing the various "market imperfections"

(e.g., widely differing tuition sub'sidiet, the existence of

near-monopolies in some markets, inadequate consumer information) that

characterize the postsecondary education marketplace. Such

interventions would likely include student aid policies designed to

more nearly equalize "net prices" between private and public

institutions (e,g., relatively large maximum awards and family income

ceilings); encouragement or at least no discouragement, of

competition not judged to denigrate quality or involve fraudulent

claims; and efforts to disseminate widely and facilitate the use by

students and their parents of comparative information about

institutions' characteristics and performance.

Beyond these specific and carefully targeted interventions to

"perfect" the market, the pure market-competitive state would allow

13
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both public and private institutions (a) to plan and modify their own

offerings without close state regulatory overview, and (b) to compete

directly for students and the resources tied to them. An empirically

plausible version of this market-competitive model would almost

certainly entail some restrictions on the program configurations of

public institutions (i.e., mission limitations and some state review

of new program proposals), and some basic funding guarantees to public

institutions independent of enrollments.

A propensity toward such an approach to higher education policy

likely flows from particular factors in a state's history and

political culture (in which case it might be observable in other

policy areas as well). Although we do not see signs that many states'

higher education policies resemble this model, one of the five states

we selected for Close study in the field did take substantial steps

down the market-competitive path over a period of several years.

The Regulatory Posture. At the opposite end of the continuum

from the laissez-faire model is the regulatory posture, which--like

the market-competitive approach--embraces conceptually the totality of

a state's postsecondary education resources, including the independent

sector. A state adopting this stance would be unwilling, however, to

let the operation of the market determine the allocation of students,

programs, and resources or the health and survival of individual

institutions. Nor would it view state efforts to ameliorate market

imperfections as sufficient. Instead, state authorities would seek to

limit what they saw as the deleterious effects of unregulated

14
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competition including competition across sectors (e.g., costly

duplication of programs, pressures to degrade quality), and to take

upon themselves decisions on such matters whith, in their judgment,

the institutions alone would not handle in the broad public interest.

Prominent among the tools used by states taking this regulatory

approach would be precise definition of institutional roles and

missions, formal planning and program review procedures, and conceited

use of such additional control devises as fiscal leverage and

elaborate information systems. In the pure regulatory state, these

would be applied to public and private institutions alike. In its

"real-world" variant, the regeatory-oriented state regime would at

minimum incorporate private institutions fully into statewide planning

and program review (thereby gaining over'time'considerable influence

over their roles and missions), would collect extensive information

about them, and would no doubt provide them substantial subsidies, an

iaportant source of potential leverage.

FUrther, we would expect the regulatory state to go beyond

student aid for private college students to direct financial

assistance to independent institutions, since this should provide a

more direct means to achieve the state's purposes in higher education.

The regulatory state's planning blueprint could well be found in a

traditional Mester Plan, carefully delineating public institutions'

and campuses' roles and missions and moving in this direction with

respect to the private sector as well. Independent institutions'

participation would be insured (or at least powerfully encouraged) not

15
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only by state financial largesse, but also by the hope that active

participation in state academic planning and program review processes

would provide the opportunity to get "a piece" of new state policy

initiatives (e.g., in economic development and technology) and to

limit geographic and programmatic competition from public campuses.

Of course, one would also have to ask whether such full participation

by the independent sector in the regulatory state would over time

seriously compromise this sector's independence.

Research Methods and Data Sources

Part of the research to be reported on below involved

fifty-state statistical analyses of relationships among

well-documented variables, and use of a national survey of state

itelependent sector association executives. But on topics as subtle as

the nature and impact of state planning, program review and

information policies, and in order to satisfactorily characterize in

terms of our conceptual framework, the complex array of state

policies that affect independent colleges and universities, it was

necessary to turn to field-based case studies in carefully selected

states.

Five states were chosen for such case studies, largely on the

basis of their apparent dispersion across our theoretical continuum
1

These states were: laissez-faire-oriented states--California and

Texas; regulatory-oriented statesNew York and Illinois; a market

competitively-oriented state--Indiana. In each of these states a

senior project staff member spent several days interviewing state
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policymaking officials from the executive and legislative branches,

and the state higher education agency, the state independent sector

association executive officer or his/her designee,,and where possible.

presidents and other officials of the states private colleges. In

addition, before and after these visits toe studied and analyzed

documents and data about the state, and conducted additional and

follow-up interviews by telephone.

Also, we obtained valuable data on all aspects of our inquiry

from nineteen states from a survey of state independent college

association executive officers conducted by the Association of

Independent Califoruia Colleges and Universities (AICCU)2. (We

provided technical assistance to AICCU in the design and conduct of

this survey).

The fifty-state statistical analyses were designed to examine

the impact of state policy variables such as state-funded student aid,

direct state financial assistance to independent colleges and

universities, and public college tuition levels on private sector

enrollments, enrollment demographics and finances. These analyses

used various national data bases, including the Higher Education

General Information Survey (REGIS) and Cooperative Institutimial

iesearch Program (CIRP) data sets. A complete description of the

design of these analyses and the data sources used is provided in

Appendix B.

The next section covers our findings from these analyses.
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The Independent Sector and State Fiscal Policies

National Trends

Contrary to the gloomy forecasts offered by most observers in

the 1970s when the prospects for private higher education looked

especially bleak
3

(Education Commission of the States 1977; Breneman

and Finn 1978; Carnegie Council 1978); we found that the independent

sector has in general fared remarkably well since that time, at least

on the surface. In spite of the fiscal constraints throughout the

economy over this period and the fact that it included at least the

first few years of the long decline to come in the pool of high school

graduates, FTE enrollment in private four-year colleges and

universities have increased by % between fall 197 and fall 198 .

(This follows upon a

sector market share).

However, this

decade-long earlier trend of decreasing private

overall gain in FTE

institutions is deceiving.

enrollment among

It marks important shifts in

independent

encrollment

by level and it also fails to acknowledge the enrollment decline

experience by a large number of institutions. We cite several

examples:

. REGIS enrollemnt data for 1980 and 1985 reaveal that

percent of private four-year colleges experienced

a decline greater than 52 in the number of first-time,

full-time students and in total undergraduate FTE enroll-

ment.

18
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HMIS data also reveal that graduate enrollments in the

private sector have grown dramatically since the mid-

1920ts. However, even this finding may be miAleading and

the real enrollment growth has been in part-time, profes-

sional or credential programs rather than in traditionsl,

full-time, discipline oriented fields.

Analysis of enrollment trends since the mid-1970's in the fifty states

(through fall 1985) indicates that only a handful show evidence of

consistent sectorwide declines as yet. As for our five case-study

states: in two of them, Texas and California, total private sector

enrollments have grown gradually but fairly consistently for nany

years.
4

In Illinois, Indiana and New York the private sector

experienced some absolute enrollment declines in the early 1970ts, but

has since enjoyed significant growth. Even market share has

stabilized for the orivate sector in these states.

Significantly, private institutions as a group seem to

have behaved as economic and organizational theory would predict

threatened organizations, without access to large public subsidies,

would behave: they have sought "market niches" where they could find

them. To help make their offerings more attractive they have offered

more courses and prograns at hours that accommodate working adults, as

is reflected in the growth in the share of their enrollments made up

of part-time students, especially at the graduate level. They also

have worked hard to reduce losses of enrollment due to attention.

Overall, such steps have permitted the private colleges and

19
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universities to increase undergraduate enrollments modestly during a

difficult period and even to increase slightly their share of FTE

undergraduates and first-time, full-time freshmen at four-year

institutions since the mid-1970's.

But the private four-year sector's most impressive performance

has occurred at the graduate level. Full-time-equivalent graduate

enrollments at these campuses grew at a compound annual rate close to

three per cent between fall 1971 and fall 1983. Remarkably, the

independent sector's share of FTE graduate enrollments has jumped from

a low of 29.5% in 1974 to just over 37% in fall 1983, almost back to

the peak levels recorded during the late 1960's. After noting the

existence of similar trends in one of our case-study states --

California -- that state's higher education agency suggests some of

the reasons for this development that almost certainly occurs in other

states as well:

* They [independent institutions) make it possible to

pursue the doctorate part-time, and many of them tailor

the scheduling of all their graduate offerings to the

convenience of the students. Enrollments at these

institutions have thus become increasingly part time.

* Some independent institutions make far more aggressive

use of the media for recruitment than any public

university.

* Some -- by no means all -- have less demanding standards

for admission and retention than public institutions.

* And many restrict their offerings to a highly limited

range of programs, often in such popular fields of study

as business, education, and psychology. (California

Postsecondary Education Commission ICPEC) 1985, 17-19).



On the last point made by CPEC, it should be noted that the fields

mentioned are all professionally-oriented and thus there is a ready

demand for carefully tailored graduate education from working and

would-be professionals. They are also relatively low-cost for the

offering institution. Thus, although demand for education in fields

such as engineering and computer science is also very strong, private

institutions seeking to enhance enrollments are much less prone to

enter or expand their offerings in these fields because of the costly

equipment and faculty required. We found that careful attention to

such cost and market considerations has also characterized the

curricular planning of many private colleges .with respect to

undergraduate programs, and this helps account for the sector's

overall success in maintaining its share of undergraduate enrollments.

Does this apparent success of the independent sector in

sustaining and even increasing its enrollments during a difficult

period imply that there is no serious public policy problem here?

Although this seems to be the predominant response among elected

officials in the state capitals, our research and analysis indicates

that it is not, in most cases, the appropriate state response. The

apparent success of the independent sector in the aggregate just

outlined has, of course, not been mirrored among all subgroups of

these institutions, and it has had a substantial, if not always

obvious, price. In the next sections we summarize the evidence we

found as to what the price has been and as to the effects of state

policies.



Effect of State Fiscal Policies
3

We found evidence that certain state fiscal policies in higher

education do matter to the private sector, particularly to its more

vulnerable subsectors comprising the less selective independent

colleges. Unfortunately, the national time series data currently

available at the time of our empirical analyses (the federal REGIS

data) do not include much of the period of serious constraint

(especially relative to rates .of inflation) in state aid to the

private sector that began in most states around or shortly before

1980. Still, the results of our empirical analyses are suggestive as

to the likely effects on the independent sector of state coition

policies for public institutions and restralnts on state aid to

private campuses and their students. The suggestions are ail the more

credible for their consistency with our more recent data from field

work in the five case-study states (which cover a more recent period)

and with the results of the AICCU survey of state independent sector

association offisials. A summary of our key findings follows after an

explanation of our approach to the empirical analyses. (A detailed

discussion of data sources and the construction of variables is

presented in an appendix.)

Our basic approach to studying the impact of state policies and

programs was to examine changes in the dependent variables (private

sector enrollments and financial variables) over time. Since

institutional enrollments and finances are continually changing, our

design sought to determine whether the introduction of new state
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policies and programs (or of substantial changes in existing programs)

was associated with differential change. In other wsords, when states

adoptnew policies or programs or make changes in existing programs,.
1 ,

do the subsequent changes in the enrollments or finances of their

private institutions differ from changes occurring at the same time in

the private institutions of other states?

OE course, many factors besides state policies and programs can

affect the enrollments and finances of private institutions. For this

stuiy, we were most concerned about controlling those extraneous

factors that might also affect a particular state's decison to change

its policies or programs. Thus, we employed the following "control"

variables: the size of the state's hihger education system, the

private sector's "market share" (defined as the proportion of all FIE

enrollments in the state accounted for by private institutions), the

selectivity of the private institution (defined as the average score

of its entering freshmen on standardized college admissions tests),

and the size of each institution (defined as its total FTE

enrollment), and institutional type (university, four-year college,

two-year college).

Stepwise multiple regression analyses were used to assess the

effect of various state policy variables on the enrollemnts and

financial characteristics of private institutions. Although these

analyses varied in the4r specifics because of variations in the

quality and quantity of available data, each followed a basic pattern:

Specific time periods (e.g., from 1978 to 1982) were selected for

analysis, depending on the nature of the policy variable being studied
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and the availability of data on the dependent variable (enrollments or

finances) at both Time-1 and Time-2.

Let us call the Time-1 data "pretest" and the Time-2 data

"posttest". The posttest data in each analysis served as the

dependent variable. The effects of the pretest measure on the

posttest (dependent) variable, as well as the effects of the control

variables such as institutional type and selectivity, were first

controlled by means of stepwise multiple regression analyses. For

example, in analyzing dhe impaCt of state financial aid programs on

the proportion of low-income students enrolling at private

institutions bewteen 1970 and 1975, the dependent variable was the

percentage of low-income students at private institutions in 1975.

The control variables included the 1970 percentage of low-income

students at private institutions (pretest); size, selectivity, and

type of institution; and various 1970 (pretest) measures of other

student characteristics (e.g., ethnicity and achievement levels). The

intention here was to control for those 1970 factors that might affect

dhe instituion's 1975 enrollment of low-income students. In most

cases, as would be expected, the pretest and posttest measures were

highly correlated. For instance, the correlation between the

peercentage of low-income students enrolled at private instituitions

in 1970 and the percentage enrolled in 1975 was .90. Almost without

exception, the corresponding pretest measure was by far the most

important determinant of an institution's position on any given

posttest measure (dependent variable). The implication is that
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differences among institutions, in terms of enrollment and finances,

tend to remain quite stable over time.

After controlling for the pretests aril related variables, we'

introduced the primary independent variables (the state peicy

measures) into the regression. The intention here was to assess the

actual effects of state policies and programs on the dependent

variables.

Finally, in the third and final stage of the ,regression

analyses, dummy state variables (one for each state) were added to the

regression with the intention of identifying any poseibly unique

effects of particular states beyond those measured by the other

variables.

Impact of State Aid on Enrollments in the Independent Sector

Over the 1970-75
5
period the amount of change in state student

aid spending per full-time-equivalent (FTE) undergraduate was

positively associated (in the multivariate analyses) with the amount

of change over this period in states' overall private sector FTE

undergraduate enrollments. Although the effects were modest, state

student aid spending did evidently have the expected positive impact

on private sector enrollments.
6

However, direct institutional aid

spending per student
7

had no significant relationship to private

sector enrollments and the absolute number of student aid awards had

an inverse relationship to private enrollment. (The latter finding

suggests that more awards may mean smaller average awards, which tend

to favor public campuses with their lower tuition). Also, no
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significant relationship between student aid and statewide private

sector enrollment was found for either of the other two periods

studied (1975-80 and 1970-80).

Analyses conducted on four subgroups of private institutions

(grouped by undergraduate selectivity) showed, not surprisingly, no

effects for any of the time periods for the state aid variables on

enrollments at highly selective private institutions. The effects of

student aid dollars on enrollments were consistently positive for

medius selectivity independent iitstitutions however, but were weak and

inconsistent for low selectivity and nonselective institutions (where

we had expected them to be strongest).

The findings with respect to the lack of impact of institu-

tional aid spending were not unexpected since in all but a very few

states, direct state assistance to independent institutions is small

by any standard (most importantly, relative to the institutions'

budgets). This fact is reflected in the much lower level of interest

we found among private sector interests in institutional aid as

compared to student aid, as a source of state support for them.
8

New

York, with its large "Bundy" program of state aid to independent

institutions was an exception and, significantly, the dummy variable

for New York was statistically associated with private sector

enrollment in the multiple regression analyses of institutional aid

effects.

Student aid, however, is by all indications the number one

state policy concern of independent college association interests and

many of the campus presidents we interviewed. How does this square
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with our finding that state student aid did not apparently have very

strong effects on private sector enrollments during the period studied

(essentially ehe 1970's)? The issue is of soar .importance since the

recessionary period of the late seventies and early eighties saw sharp

cutbacks fn state spending for student aid (especially when inflation

is taken into account), and the question arises: How much of this

"lost ground" ought to be made up?

Indeed, it is not at all unlikely that analyses covering more

of the recession era would show somewhat stronger effects. In

general, of course, empirical statistical analysis can only illuminate

the impacts of the range of variation represented in the data on the

explanatory variables: substantially larger student aid programs

might have much larger effects. Once again it is worth noting that

New York has by far the largest state student aid program per student

and that the dummy variable for New York was consistently positive and

significant in its relationship to enrollments in these analyses.

In light of the full range of research and analysis conducted

in this study (including the interviews and other field work),

however, we conclude that the basic reason for the generally weak

relationship between state student aid spending and private

enrollments is somewhat different. Most private colleges and

'universities are highly tuition-dependent
9

and have simply (thus far)

found ways to sustain the enrollments on which they depend in spite of

stagnation in state aid. (Hence, there is little enrollment variation

to be "explained" statistically by variation in state aid). The

problem is that they seem to have done this in part by shifting
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substantial amounts of their operating funds into student aid in order

to compete for enrollment.

Data from our case study states illustrate the point. Table 1

presents data on twelve of the 33 private colleges in Indiana

collected by the Indiana Commission on Higher Eduvation in cooperation

with the Independent Colleges and Universities lf Indiana (ICUI).

"Unfunded aid" to students is shown as a percentage of student fees

collected in 1973-74 and 1982-83 for each of the twelve institutions

and for all twelve combined. .("Unfunded" aid is ICUI's term for

student aid, provided out of the institution's resources, not out of

state or federal funds.) The increase in the proportion of fee

revenues (the major source of revenue almost certainly for all of

these colleges) going back to students as aid rather than into

instructional programs or the physical plant is dramatic. Eleven of

the twelve institutions show increases in this proportion over the

nine-year period, and for the group the proportion nearly doubled (to

15.9% of fee revenue).

Data collected over a shorter and more recent period on

independent institutions in California by the California Postsecondary

Education Commission (CPEC)
10

at least suggest similar trends. For

its 1985 study of the status of the independent sector in the state

(California Postsecondary Education Commission 1985b), CPEC sought

data for 1982-83, 1983-84 and 1984-85 on sources of financial aid for

private college and university students. Numbers of responding

institutions varied somewhat by source of aid, but the differential

patterns of growth for the four major sources of aid seem clear from
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Table 1

Nine-Year Changes in Levels of "Unfunded" Student Assistance as a
% Gross Fee Revenues Selected Independent Institutions in Indiana

1973-74 . 1982-23. '9-YEAR CHANGE

Inst.

A

IJ

GROUP

Gross Unfunded Pct. Gross Unfunded 'Pct. Unfunded Pct.

Fees Aid Of Fees Fees Aid Of Fees 'Aid Of Fees

$ 3,777,595 $ 214,870 5.7% $ 9,314,207 $ 740,182 $ 525,312

$ 3,175,542 $ 475,093 15.0%_ $ 6,566,962 $1,289,679 19.6% $ 814,586

$21,818,000 $1,253,000 5.7% $53,172,000 $9,571,000 18.0% $8,318,000

$ 7.190,180 $ 30,332 2.5%. $ 1,621,767 $ 95,364 5.9% $ 65,032

$ 611,149 $ 38,187 6.2% $ 2,038,242 $ 239,481 11.7% $ 201,294

$ 2,010,000 $ 177,000 8.8% $ 6,389,000 $ 577,000 9.0% $ 400,000

$ 1,228,765 $ 77,284 6.3% $ 3,670,585 $ 478,152 13.0% $ 400,868

$ 1,983,397 $ 128,855 6.5% $ 3,444,584 $ -257,813 7.5% $ 128,958

$ 2,324,446 $ 192,496 8.3% $ 3,976,535 $ 509,943 12.8% $ 317.447

$ 1,395,000 $ 460,000 33.0% $ 2,431,196 S 724,550 29.8% $ 264,550

$ 8,093,674 $ 982,424 12.1% $18,051,451 $2,937,417 16.3% $1,954,993

$ 2,255,475 $ 291,178 12.9% $ 4,853,717 $ 916,043 18.9% $ 624,865

$49,863,223 $4,320,719 8,7 $115,530,246 $18,336,624 . 15.9% $14,015,905
...

2.3%

4.7%

12.3%

3.3%

5.5%

0.2%

6.7%

1.0%

4.5%

-3.21

4.1%

6.0%

7.2%

Institutional expenditures for student financial aid not offset by federal or state revenues earmarked for such aid.

Source: Independent Colleges and Universities of Indiana.
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Table 2. The table shows that, though federal grants and work-study

aid to private college students in California grew at a healthy pace

over this two-year period, federal and federally-guaranteed loans and

state scholarship aid clearly did not. (According to AICCU figures,

weighted average tuition and mandatory fee charges at independent

colleges and universities in California increased by 22.3% over this

period.) In order to continue to compete for students, private

institutions dug deeply into "their own pockets," increasing spending

on student aid from current operating budgets, endowments, and private

fund-raising by more than 31% over these two years.

Similarly in Illinois. data from that state's State Scholarship

Commission show a long-term declining trend (dating back to the early

19700 in the proportion of weighted average independent campus

tuition covered by the maximum award under the state's Monetary Awards

Program, the major program of state aid to students. The proportion

fell from 61% in 1975-76 -- the statutory "target level" is 65% -- to

43% in 1983-84 (evidently with some modest recovery since). While we

do not at the moment have up-to-date data on private institutions'

expenditures on student aid from their own funds, this situation must

surely put pressure on their operating budgets at a time of intense

competition for students in Illinois.

If continued, as might well happen in a long period of sharp

competition for students, this psttern of increasing institutional

expenditures on student aid must have an impact on the independent

schools' ability to make adequate expenditures in such areas as

faculty, instructional equipment (e.g., computers), physical plant and
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Table 2

Growth in Student Aid by Source for Students
in Sampled Independent Institutions in

California, 1982-83 to 1984-85.

% Growth in Dollars
of Aid (without

Number of adjustment for

Source Institutions inflation)

of Aid Pesponding 1982-83 to 1984-85

Federal Grants and
College Ubrk-Study 34 +19.8%

Federal Direct Loans
and Guaranteed Loans 34 + 4.3%

California State (Cal)
Grants and Graduate
Fellowships 50 + 2.6%

Institutional Grants 36 +31.1%

Source: California Postsecondary Education Caranission 1985.
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libraries that are directly related to educational quality. The issue

is a significant one for state policy if states are seriously

committed to educational quality, as most states now seem to be.

Impacts of State Aid on TSition Policies

And E 6 G Expenditures

We found that the effects of state aid programs on private

colleges and universities were not limited to impacts on enrollment.

Since tuition is the major revenue source for private institutions and

11
since state aid programs are thought to influence it, we thought it

important to assess empirically the relationship between state fiscal

policies and independent sector tuition levels.

For the private sector as a whole, our multivariate analyses

showed no relationship between a state's rate of change in student aid

funding (either tOtal dollars per student or number of awards) and the

rate of change in its average private college and university tuition,

over the periods studied (1973-77, 1977-82 andd 1973-82). The

analyses by institutional selectivity groups (high, medium, low and

nonselective private institutions) actually showed a negative

relationship between state student aid dollars and private tuition for

each of the lowest three selectivity groups in at least one of the

periods studied. These findings clearly do not support the hypothesis

that more student aid leads to higher private college tuition. If

anything, the availability of aid dollars seems to moderate tuition

increases, perhaps because institutions feel they can meet their

revenue requirements (via larger enrollments) without large increases
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in tuition when more generous financial aid is available to

prospective students.

Likewise, state institutional aid dfollars (per student)

provided 03 independent institutions tended to moderate their tuition

increases in two of the three periods studied, suggesting that

independent institutions tend to pass a portion of stdte subsidies

along to the consumer.
12

This effect was found to be statistically

significant only for the private sector as a whole and its

nonselective subsector, however.

Another desirable effect of state institutional aid to the

independent sector was found in the area of private institutions'

educational and general expenditures per student (a crude indicatOr

of spending for academic purposes). Here, the analyses showed some

positive impacts for all private institutions (for 1974-77) and

especially for low-selectivity and nonselective institutions (for

197441). But as is the case with respect to other variables, the

spending behavior of high-selectivity private schools is not visibly

affected by state aid programs. Also, state student aid spending had

no discernible impact on private institutions' aggregate educational

and general spending.

Effects of State Aid on Enrollment Demographics

Finally, but not least in significance, we found that the rate

of change in state student aid dollars per student was positively

associated with changes in the proportions of both low-income and

middle-income students enrolled in private institutions, an important
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goal of student aid policy. For the longest time period studied

(1970-80), the statistical results imply that for each $100 (1980

dollars) of additiOnal state student aid per student, the proportion

of low-Income students in independent institutions increased by 0.9

percentage points and the proportion of middle-income students

increased by 1.1 percentage points. Thus, student aid is a tool by

which states can "democratize" the student body (at least in the

private sector), albeit a relatively costly one.

Conclusions Regarding State Aid Effects

Ptom these results we conclude that state aid programs did make

some difference in outcome variables of policy importance in the 1970s

in the directions expected. While the national data are not yet

available to show it conclusively, the relationships we found do

suggest that the sharp cutbacks (in real terms) in state aid many

states in the 'early 1980's did very likely hurt independent

institutions financially, academically, and probably in terms of the

socioeconomic mix of their student bodies. This is certainly what we

heard from private college and association officials and in the

responses to the AICCU survey of state private college association

executives.
13

Similarly, the limited data we were able to gather on

internal shifts in institutional budget priorities (toward stGdent

aid) and on the demographic profiles of independent colleges' students

support the view that in recent years, private colleges have paid a

real price to sustain enrollments. To the extent that educational

quality and the socioeconomic mix in these institutionns matters to
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the rest of the society, there will eventually be a social price to

pay as well.

Effects of Public Sector Tuition Levels on the Private Sector

Another key lever of state policy toward the private sector, if

often a less conscious one than state aid, is public sector tuition

policy. Even where they do not control public institutions' tuition

and fee levels directly, state governments influence them strongly via

'budget leverage, appointments to governing boards and the like.

Again, our empirical results showed substantial effects on private

institutions, especially the less selective ones.. For two of the

three periods studied, including the longest period (1974-81), public

college tuition growth was positively related to private sector

enrollment gains. In other words, as would be anticipated, more rapid

public college tuition increases seem to help private colleges

competitively. Also as expected, this effect was found to be

strongest for the nonselective independent institutions and

essentially nil for high selectivity schools. The rather consistent

and substantial empirical effects we found here would seem to justify

private sector officials' expressed strong concern with this issue.
14

But, significantly, in the case-study states (except New York), we

found private sector officials reluctant to tackle this issue publicly

,for fear of straining relations with their public sector colleagues.

As we shall emphasize shortly, these relations are important to

preserve for a variety of reasons.
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Thus, once again we conclude that state policy--in this case in

the form of state influence on public sector tuition growth--does

matter to private institutions, at least to the more competitively

vulnerable of them. While there are other gooa arguments for

regularizing public sector tuition increases (so that they are gradual

but steady rather than occasional, unpredictable and large),
15

the

more controllable effects of such regulation on the health of the

private sector are not the least of these.
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State Planning and Program Review Policies

. The AICCU survey results, our interview data from the five

casestudy states, and the recent field work of others (i.e., Gardner,

Atwell and Berdahl 1985) gives evidence of considerable private sector

concern, and even some intersector conflict, over statelevel planning

and program review matters. Among the nineteen state independent

sector association executives who responded to the 1985 AICCU survey,

four mentioned some aspect of statewide planning as the most important

state policy issue now facing the independent sector, and two

mentioned public sector expansion or program duplication (while

thirteen identified some aspect of student aid or the "tuition gap".as

most important). When asked about the three most important issues,

student ai e. or, the tuition gap was mentioned bi fifteen respondents,

program duplication/public sector expansion was offered by nine, and

state higher education planning issues by seven. So, planning and

program review are an important concern, though not the highest

priority one in most states.

Most of the private sector concern about academic program

matters represents fears on the part of some independent institutions

of new competition from public campuses, often from programs or

courses offered off the public institution's main campus.
16

Sometimes

these concerns are expressed quite forcefully by independent sector

spokespersons, including institution presidents. The

demographicbased *I squeeze" on higher etucation enrollments emerging

(or continuing) la most states implies that such concerns will not

31

41



dissipate any time soon and may intenslfy as independent institutions

become even more sensitive to potential low-priced competition. (Our

conceptual framework suggests that these concerns will be especially

strong in laissez-faire-oriented states where private institutions get

little succor from state policies). Additonally, educational reform

movements and state efforts to link education with economic

development also spill over into program review activities in many

states.

Though it is virtually'impossible to prove definitively, we

believe that the direct effects of public sector program competition

have been considerably less than the screams of pain from private

campus interests might indicate.
16A

Statewide independent sector

twsociation officials, who spend a good deal of their time mediating

intersector disagreements over program competition issues and

advocating state policies to forestall them, acknowledge this, but

feel they must also be responsive to the concerns of their

constituents. An important part of the reason for the limited impacts

on the private sector thus far has been that fiscal constraints facing

the public institutions lor a number of years limited their capacity

to mount new program initiatives and led to relatively tough state

agency positions in reviewing those that survived institutions' own

stricter review procedures. This is a reasonable characterization of

the situation in at least four of the five case-study states--New York

is a partial exception17--including three (California, Indiana and

Texas) where there is no great state concern about public college

programs' impacts on the private sector.
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But these fiscal constraints on the public institutions are now

loosening considerably in states (e.g., California) where economic

recovety continues strongly, and where education reforms seems active.

If such circumstances continue, program review issues could become a

major concern for the independent sector, particularly in

laissezfaireoriented states like California and Texas that have

historically worried little about the health of this sector. Still,

we emphasize that, at present, even state independent sector

association officials tend to see the tuition gap and student aid as

much more fundamental to the health of the sector. This should not be

surprising since program competition issues typically do not concern

all of a state's independent institutions (or even in many cases more

than one part of a single institution), as student aid and tuition

matters do. Also, it should be added that lore federal or state

student aid and/or more rapid increases in public college tuition

levels would help to dull the sharp edge of program competition since

affected private instituions would then be better positicned to

compete for students themselves without seeking state

public campus program expansion.

Indeed, serious intersector conflict over program review issues

may well be more damaging to private sector interests than the direct

effects of public sector competition. As evidenced in part by the

pains we found that they take to control it, such intersector conflict

can seriously weaken a state higher education agency. The literature

indicates and we heard over and over again In our field work that an

important perceived function of these agencies is to keep such

restrictions on
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disputes out of the overtly political forums (i.e., the legislature

and governor's office). "vihen they are unable to do this, academic

progam decisions are inevitably more politicized and the longer-term:

credibility and influence of the higher education agency compromised.

For society's stake in higher education as a whole, the consequences

of such a development are probably negative if one accepts the

mainstream view that the public interest is better served when the

influence of specialized, or professional inputs, relative to

political inputs to state higher'education policymaking, is relatively

strong (Berdah1 1971; Millett 1982). For the private sector in

particular, in most states a serious weakening of the influence of the

state higher education agency would tend to make the position of this

sector more difficult. With sone notable exceptions, legislators as a

group, who would be called upon to take a greater role in higher

education policymaking in the event of a weakened state higher

education agency, tend to see independent institutions (logically

enough) much less fully than public ones as their own charges to be

nurtured, protected and improved. Also, the arguments for the state's

substantial interest in the health of the private sector are

sufficiently abstract and long-term in their nature and perspective

that they probably get a fuller hearing from the professionals

staffing higher education agencies than from elected officials.

Serious intersector conflict over program review matters has

other negative consequences for the private sector. First, it tends

to make more difficult intersector cooperation in other areas in which

independent institutions may have much to gain, such as in providing
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contract services directly to public institutions, facilitating

crossregistration of students in courses, library cooperation,

cooperation in computing and telecommuniations networks and the like.

It also tends to undermine the spirit and the interpersonal networks

that underlie truly comprehensive statewide planning for the future of

higher education. This could have the most serious long-term

consequences for the private sector for it is in the planning process

that institutions' roles and missions are established and amended and

where independent institutions can hope to lay claim to a piece of any

new "action" that emerges in terms of new state initiatives or

interests (e.g., in regard to economic development). If private

colleges and universities are frozen out of the critical planning

their fundamental concerns will get no more than ad hoc and usually

limited and belated, attention from the stite.

To summarize complex matters briefly, in our field work we

found (as expected) that in the two laissez-faire-oriented states

(California and Texas), though intersector relations were not

particularly strained, private sector resources were utilized by the

state in only a limited way and the sector's interests and health did

not seem to be of much concern to the critical state policymakers. In

Indiana relations between the sectors were relatively cooperative, but

,behavior by the state authorities resembling that suggested by the

market-competitive model was evident, particularly during the late

seventies and early eighties. But efforts to permit some direct

competition among public and private colleges (e.g., in areas not

served by public institutions or their programs in particular fields)
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proved difficult to sustain in an era of stagnant student aid program

funding and a growing private-public "tuition gap." Still, we found

in Indiana a good deal of open-mindedness about the private sector's'

role in meeting certain state needs cost-effectively, and several

notable examples where the state had made arrangements with individual

independent institutions to perform particular tasks on a

contract-type basis, as envisioned in the market-competitive model.

The owo states chosen for their apparent resemblance to the regulatory

mode on our continuum of state policy postures, Illinois and New York,

proved to be quite different from each other. Illinois looks much

like a model of an effectively functioning regulatory policy regime.

Here, we found strong cooperative intersector relations and, although

there were occasional disputes over specific public-private program

duplication/competition issues, a vigorous and apparently generally

effective effort by the State Board of Higher Education to use

carefully thought-out plans and broadly participative processes to

limit contentious program duplication/competition. The Illinois Board

leadership has been skillful in building cooperative relationships but

it has also had (partly due to its own initiatives over the years) the

leverage created by large financial aid programs (including programs

of direct institutional assistance to private schools), extensive

information on the private institutions, considerable formal program

review authority over key parts of the private sector, and a clear

systemwide planning mandate from the legislature. It has used these

resources effectively.
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In New York the state board's (Board of Regents) formal

authority over all higher education is even greater, but our research

found a considerably less successful regulatory regime there. Perhaps
1 ,

in part because its members are selected by the legislature and

directly answerable to it, the Board has been unable to consistently

enforce its impressive plans in program review and other decisions.

The Board also lacks even much informal influence in budget matters

and its influence undoubtedly suffers from the powerful fair share

norms and raw power politics that seem to pervade policy

decisionmaking in New York, in higher education as in other fields.

Basically, every interest feels it has a fair shot at any state

resources that might be available and the independent sector .has

proven very effective at getting a generous share of most state

initiatives related to higher education. With the notable exception

of the doctoral programs reviews begun in the 1970's the Board's

elaborate program review processes seem to have had little effect in

halting or reversing contentious program proliferation in either

sector. Not surprisingly, publicprivate relations are often

seriously strained (though there are signs that things may now be

improv:.ng somewhat. To date, New York's elaborate regulatory regime

seems to us to resemble the proverbial paper tiger.

Information Policy and Autonomy Concerns

Somewhat to our surprise, we found little evidence that

independent institutions or their statewide association

representatives were much concerned with state information demands or
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with state intrusions on their autonomy. Only five of nineteen state

independent sector, association representatives indicated that state

data requests presented Ima kind of problem for their institutions.'

Two of these five simply complained that the quantity of data

requested by the state was onerous (though only one said it was

increasing). The other three complaints concerned specific aspects of

the amount or types of detail asked for by the state in its data

requests. While these last complaints could be interpreted as having

Implications for autonomy, none cd these respondents placed them among

their highest priority concerns.

We found little evidence of private sector concern about

excessive state data collection or related threats to institutional

autonomy in the case-study states. This was basically true even in

Illinois and New York, in both of which the state routinely audits

private sector recipients of its substantial institutional aid

programs and collects extensive institution-level financial and other

data on independent institutions. We did find evidence in Illinois of

a minority view among private institutions that indicated concern

about emerging threats to autonomy from excessive entanglement with

the state in general, and some concern in New York about specific

cases where the state Board of Regents had taken over failing private

colleges in the name of protecting students' interests. Still, the

overall ,-;onsensus view was clearly one of surprisingly little concern

over s_ch issues.
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This apparent calm on the part of the participants does not

necessarily mean there is nothing to be concerned about, as we will

consider presently. In Illinois and New York private colleges and.

universities have been receiving state funds directly for more than a

decade and a half (and substantial help through state-funded student

aid for considerably longer), and they have long since come to accept

extensive state information requirements (both routine and "special

purpose") as a natural corollary. Far from seeing state information

collection as a threat, independent sector interests in these states

18
are quite astute about using information ind policy analysis

derived from it as a political weapon19 . Information and analysis is

more credible and thus more potent in the public policymaking process

if it has the imprimatur of the state, rather than that of an interest

group alone. Thus, we found that the first information-policy-related

concerns of private sector officials in many states were with how to

get the state to gather more, not less, information, and to conduct

those studies that the private sector felt would produce results

favorable to its interests.
20

State association executives, with

their close awareness of the political process often make considerable

efforts to push the state agencies to collect the data and do the

studies they favor, and failing this, seek to build the capacity in

their associations to partially substitute for the state in the policy

analytic role. (New York's Commission on Independent Colleges and

Universities is the outstanding example of a state association that

has fully developed this capacity.) Interestingly, these state

association executives sometimes report only limited support from
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their own constituents, who are less well-situated to see the

potential benefits 'of such efforts but are very sensitive to their

costs.

Though we reported that there was surprisingly little concern

about state intrusions on autonomy in the states we studied where

private institutions receive institutional aid from the state (i.e.,

Illinois and New York), interestingly, in states without such aid

programs there was little interest in them, in substantial measure, we

were told, because of their potential effects on autonomy.
21

Perhaps

the effects of the iong and ciose connections between the independent

sector and the state, in states such as Illinois and New York, are

evaluated differently by outsiders than by those whose experience has

been largely in such an environment.

In amy case there seems to be a connection between

institutional aid and the state's interest in increasing oversight of

and data collection about the private sector in both Illinois and New

York. While extensive information-collection seems to be largely the

product rather than the driver of close state oversight, data bases as

comprehensive as those possessed by the state authorities in these

two states do have potential for eventual use in ways that could

Independently impact private sector autonomy. For example, the very

detailed long-term enrollment projections (down to the institution and

field level even on private institutions) prepared by the New York

State Education Department (staff arm of the State Board of Regents)

could conceivably become the basis for state-enforced "enrollment

plans" from which institutions could vary only at the risk of their
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.n.

state aid. Illinois's financial profiles of independent colleges and

universities could conceivably be used as the baiis for a policy of

denyini eligibility for state aid to independent institutions not

judged fiscally viable in the long run. This is not to say that there

is any sign of intent to use information in such ways in these states,

only that the existence of the information in a readily-accessible

form makes such uses easier to contemplate.

Our inquiry into the nature and effects of state information

policies also sought to determine to what extent states sought to

better inform students and their parents (i.e., the n consumers" of

higher education) about their college options. We were especially

interested in the degree to which state agencies provided or

encouraged institutions to provide specific information about net

costs of attendance (including financial aid) and

0 performance-oriented" information about public and private

institutions, such as data pertinent to judgments about educational

quality and data about student persistence, completion and

postgraduation outcomes. Also, we were interested in the extent to

which the state monitors or regulates institutions' advertising (as it

commonly does for private proprietary schools), and if it does so,

whether it began doing this as a result of complaints about excesses

o the part of institutions heavily pressed by competition.

Our hypothesis was that only in a state approaching our

market-competitive state policy posture construct would we be likely

to find much state interest in promoting more dissemination of

consumer-oriented information, and, in such a state, perceived
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competitive excesses would he most likely to spur complaints leading

to some state response. Thus, we were not terribly surprised to find

essentially no state regulation of private colleges advertising and

little interest in consumer-orientedinformation in the large majority

of states touched upon in our field work and the AICCU survey. (We

will mention the exceptions shortly.) Most state higher education

agencies do little more than respond to specific inquiries from the

public or publish (almost always with no significant promotion) a data

book containing basic information about public and private

institutions in the state (location, tuition and fees, sometimes

degree programs and fields of study offered, occasionally information

about admission selectivity). We found virtually no evidence of

progress toward the logical goal of providing prospective students

with comparable data about likely costs of attendance (taking into

account financial aid as well as fees), chances of completion, and

postgraduation career and life prospects on the part of the agencies

best postitioned to facilitate movement in this direction (the state

higher education agencies).

This is perhaps less surprising than the finding that few

state independent sector associations saw better consumer information

as an important issue. In light of the widely held view among private

sector representatives that their institutions perform better on many

dimensions than public institutions and that they are seen by much of

the public as more expensive than they really are (after into account

student financial aid), it is somewhat st.rprising that few
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associations have made this issue a priority. Because the association

executives had thought so little about the matter; we were unable to

glean irom the interviews or survey responses clear set of reasons

as to why this was the case. Our hest guess is that the collection

and dissemination of comparable institution-level data by the state is

ea as costly to the providing institutions and potentially divisive

both within and across sectors. (After the data is produced, some

institutions will inevitably not look as good as others.)

In two of our case-study states we found significant

exceptions to these more general findings. Most noteworthy was

Indiana's Training and Educational Data Service (TEDS), an independent

nonprofit corporation now independent but spun off from the the

state's Commission on Higher Education a few years ago. Briefly, this

agency purchases, develops, combines and provides access to on-line

data bases about educational and training opportunities available to

Indiana students. Students can get access to the system (sometimes at

a fee) through libraries, school counseling offices, and other such

locations, which must pay for membership. The idea is to permit the

student (with help if needed) to frame and receive reliable responses

to inquiries about his/her options for, say, an associate degree

program in engineering technology in the northwestern part of the

tate with annual fees less than $x. The system also provides the

inquirer with access to recent projections of job opportunities likely

to be available to graduates in the specified field, and its °overage

of education and training programs includes a wide range not limited

to those at traditional collegiate institutions. System managers

49

53



would like to incorporate institution-and program-level data specific

to an individual inquirer's needs about financial aid prospects,

completion rates, and postgraduation outcomes, but cannot do this

until the necessary data bases have been developed.

Interestingly, TEDS did get its start at the state higher

education agency during the period when Indiana's policies most

resembled our market-competitive model of a state policy regime.

However, the state has since not shown interest in making the

investments necessary to take the next steps. Indeed, it has pushed

TEDS to reduce the amount of state funds it requires toward a goal of

zero annual state subsidy. Thus, the state's movement toward a fully

market-competitive posture in the information policy area, as in

others, has slowed.

In New York, the statewide association of independent colleges

and universities (CICU) has worked harder than most to market its

message that state and other student aid funds can drastically narrow

the gap between public and private sector costs of attendance for

students in many circumstances. It has done this through

professionally-produced and up-to-date brochures and publications

containing easy-to-understand illustrative comparisons for students in

various financial circumstances, and through its own Academic

Resources Information Clearinghouse (ARIC) system. ARIC provides not

only institution-specific data but locations staffed by professional

counselors who assist students with their college choices (focusing on

the independent sector of course). In the typical push and pull of

New York politics, the politically potent CICU has in some years been
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able to secure state funds to help operate ARIC, but the support has

not been stable. ARIC is more a substitute for than an instrument of

state 'policy.

Conclusions and Policy Implications

We said at the outset that we had found the state policy

posture construct useful for making sense of state policies that

affect independent higher education, and that it should be helpful in

drawing conclusions and policy implications from our results. We

shall employ it in that way now.

The laissezfaire posture with respect to independent higher

education is increasingly a duhious one for states that value their

private college sectors at all. Although a few such states with very

small private sectors or unusual demographics may be exceptions, most

states probably should value this sector, if for no other reason than

its capacity to absorb demand that would otherwise fall upon the

public sector, and will increasingly wish they had done so as the

enrollment bulge of the 1990s approaches. To summarize the evidence

for this position, our research showed significant negative effects on

important parts of the independent sector of slow growth in public

sector tuition levels and state student aid funds. Yet increases in

statefunded student aid were not linked to more rapid growth in

private sector tuition, as many state policymakers feared they would

be. Private institutions as a group have so far proven themselves

remarkably resourceful in finding ways to sustain enrollment through

the early years of a difficult demographic period. Surprisingly few

of them have closed their doors or are about to do so. But we found
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clear signs just below the surface (but deeper than many state

policymakers now look) of strong and continuing pressures to shift,

resources away from expenditures on instruction and physical plant

toward student aid, simply to maintain enrollments. Still, student

debt burdens are rising rapidly and equality of opportunity (at least

in terms of range of college choices) for low and moderate income

students is threatened. States will eventually pay a serious price to

correct (or try to live with) these problems if they do not act soon.

Although it is true that same struggling independent colleges are

academically weak, few states could afford to reproduce a large

portion of their capacity at a higher quality standard. The more

cost-effective approach is likely to be to find acceptable ways to

sustain and improve capacity already in place.

What actions can states and institutions take to get manimum

value from the resource represented by this sector of higher

educations? Certainly independent institutions and their statewide

organizations should continue to make a public-interest-based case for

state help (not necessarily direct appropriations to them from the

state treasury), even in traditionally laissey-faire states where they

are not accustomed to doing so or have been unsuccessful in the past.

Better data about the long-term financial plight of the private

schools may help. More generally, research shows that increased

efforts by state independent sector associations to affact state

policies have paid off tangibly (McMahon 1981).
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There are a variety of actions states can take. In many cases

the precise form of feasible state action will be related to the

i

state's current policy approach (posture), as will be reflected in the

discussion that follows. First, states can (though not vithouc

difficulty politically) follow the path several have taken in recent

years by regularizing in statute public college and university tuition

increases, i.e., tying them to some measure of general growth in the

institutions' costs. This approach has many points to recommend it,

but not the least of these is that it would prevent the long periods

of rapid growth in the private-public tuition differential that hurt

the private schools financially. To avoid financial hardship on

students, the state could put part or all of the funds thus raised

into aid available to low income students in either sector. This

approach clearly fits best in the policy repertoire of a

market-competively-oriented state regime, but it is not unthinkable

a regulatory state posture either.

Second, in an era of enrollment stagnation to be followed in a

years by a "boomlet," states should recognize explicitly thatfew

in

state student aid, in addition to its other objectives, serves the

purpose of helping to keep valuable higher education capacity alive

(and ideally well). To do this effectively, of course, state student

aid program award sizes and eligibility criteria (especially income

ceilings) have to move with the economy. Most important, the rate of

growth of funding of these programs must take the condition of the

state's private sector into account. This could rlan substantial new
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state funding for student aid if federal programs of such aid are cut

back sharpiY.

Student aid is a particularly attractive devise for aiding

private institutions where their problems are not yet too severe.

Also, being indirect aid which students can carry the institution

(public or private) of their choice, it is the policy instrument most

compatible with a market-competitive state policy posture, and is

probably the most feasible typc of aid to the private sector for a

traditionally laissez-faire state to build up upon deciding tn help

this sector. A regulatory state concerned about the condition of its

private sector could also emphasize this type of aid but, for reasons

discussed next, would be less likely to do so.

Direct state appropriations to independent colleges and

universties have the advantages and disadvantages of their directness.

As is a particular concern in the carefully-planed regulatory state,

this aid can be targeted better than can student aid. For one thing,

dollar flow into private institutons' treasures when these dollars are

directed specifically there than when the same state funds are

funnelled into student aid. 21
We did not find in our case-studies or

survey any clear evidence that state appropriations directly to

private institutions leads to significant changes in their behavior,

i.e., diminution of their independence of mind and action. But this

is a very subtle matter and not easy to discern from talking to people

in states like New York and Vlinois who have operated in the context

of extensive state aid for many years. The potential for state

authorities to start treating independent institutions essentially
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like public ones is surely present when state aid is direct

substantial and crucial to the recipient.

A variant on direct institutional aid to independent

institutions theoretically more consistent with the market-competitive

model is contract-type state aid tied to spe:ific performance, such as

enrolling state residents in a certain academic programs, contract

research projects, or the operation of a campus-based business

assistance effort. In the ideal market-competitive model, such

support would be competitive initially, temporary.(a term contract),

and even put out to rebid if performance were unsatisfactory. In

practive, governments are not prone to rescind or shift to other

recipients substantial initial commitments. The long-term political

dynamics in terms of the commitments an& leverage on both sides may

not be much different from the situation in the case of direct

institutional aid if the funds are large or critical enough. Still,

these arrangements are probably worth trying when a

market-comp.ttitively-oriented state feels it must provide more aid to

the independent sector than it can through student aid programs, but

wants to avoid providing basic institutional support to private

institutionss.

The independent sector would do well to both encourage and

cooperate fully with state efforts to build cooperative intersector

relations and joint (public and private sectors and state agencies)

higher education planning processes. Especially under present

conditions virtually all but the most secure independent institutions

have more to gain than to lose from this strategy. Of course,



especially in regulatory-oriented states, independent institutions

must be caieful tr.; guard their decisionmaking autonomy against the

potential circumsribing of it that could come from open-ended

financial dependence and/or aggrement to rigid limitations. Still, in

our judgment both the independent sector's and society's interests are

best served by having the independent sector dealing regularly and

cooperatively with the state authorities. In this way pertinent state

officials are more aware of the private sector's capabilities and

resources, of the strains upon them, and of circumstances when some

immediate state need can best be met by tapping them. Also, if

private institutions have a stake in generally cooperative relations

with the public sector and the state, this probably helps keep most

disputes over academic program review and competition natters within

the higher education "family." (This is desirable for reasons

explained earlier.)

Regarding program duplication/competition issues across

sectors, the regulatory and market-competitive state policy postures

differ significantly. (In the laissez-faire state, the state

authorities simply ignore intersector duplication/competition

disputes.) In the regulartory regime, the state seeks to control such

potentially explosive disputes by enforcing tight role and mission

definitions on the institutions, including to the extent its leverage

makes possible, the private institutions. Of course, there are always

gray areas in the definitions and attempts "update" or reinterpret

them by aggresive institutional leaders. In the market-competitive

state where competitive programs are otherwise justified the preferred
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emphasis is on reducing the damage competition inflicts on those most

likely to complain--the private institutions.--by moving toward

equalizing the competition via the student jaid and public sector

tuition policies desribed above. This should reduce the need for

direct state regulation of program offerings at the campus level.

In the area of information policies, two conclusions seem

fairly clear. First, at a minimum states ought to know enough about

their private collegiate sectors to recognize (or even forsee) serious

fiscal and academic decline, which is not often revealed early enough

from data on institutionsal closures or aggregate enrollments. This

level of knowledge is clearly not attained in many states, and not

just laissez-faire states.

Second, while the impetus for this is clearly strongest in

market-competitively-oriented states, state higher education agencies

in all states could do considerably more to work with other education

and training agencies and with modern computer technology to help

students better understand their post-high-school choices. This means

serious efforts should be made to develop and make available to

students, parents and those theoy turn to for advice (counselors,

teachers, libraries) understandable, comparative data about

postsecondary education and training opportunities and institutions,

their true net costs specific program offerings, completion rates,

graduates' career and further education patterns, projectives of

future job prospects by occupation, and so on. State higher education

agencies are well-positioned for this task and could gain considerable

credit from elected officials and their constituents for providing
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such a service well. Independent sector associations should encourage

and.aid theM.

On the more difficult questions regarding state information

policy, answers are less obvious. Indeed, detailed analysis of these

issues is beyond the scope of this paper. Basically, state policies

regarding information collection about the independent sector must be

compatible with the state's broader policy posture. The regulatory

state needs extensive information to manage the statewide system at

the level of detail it seeks to do so and this has its dangers for

private sector independence in the long raw. A

market-competitively-oriented state regime should require less

detailed control-type information but will surely need information for

the policy analysis required to get and keep this regime on the

desired track. In either case there will be a continuing politics of

information for the state to wrestle with. Information and analysis

are always costly and sometimes threatening (or useful as positive

amunition) to institutions and other interests seeking to shape state

priorities and policies.

This summary report of our research, findings and conclusives

has sought to cover a good deal of territory, perhaps some of it too

sketchily. It is hoped that at least we have provided a broad

indication of the nature of our inquiry and of some of its more

interesting results. A complete report of the study will be available
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soon, and papers on specific aspects will be appearing in the



Footnotee

1. One drawback of this particular "sampling" strategy was that none.
of the case-study states has a statewide governing board for its
public institutions. Rather, all five have "coordinating" boards
that lack direct governing authority over any of the institu-
tions. For sone data and insight about the significance of the
statewide governing board versus coordinating board variable for
matters affecting independent institutions, see Wilson and Miller
1980; and Gardner, Atwell and Berdahl 1985.

2. This survey was conducted in the summer of 19t3. Responses were
received from 19 state independent sector association executives
or their designees (nearly half the total number of such associa-
tions and more than half of those with a functioning executive
officer who had been in the.state long enough to be reasonably
knowledgable). All of our case-study state executives either
responded or provided us comparable information in interviews.
The survey instrument is appended to this paper (Appendix A).

3. Data from the federal HMIS survey show absolute declines in
full-time-equivalent enrollment for the four-year private sector
nationwide in fall 1969, 1971 and 1972. The private sector's
share of all four-year college and university full-time-
equivalent enrollments fell from 35.2% in fall 1968 to a low of
29.9% in fall 1975.

4. Figures froM'the Association of Independent California Colleges
anZ Universities (AICCU) for fall 1985 show a nearly two percent
decline, however.

5. We include under this heading state funded student aid, direct
institutional aid to private institutions and public college and
university tuition policies. (Public college tuition levels are
assumed to be at least strongly influenced by state actions.)

6. The time intervals given apply to the enrollment measure, which
was lagged one year behind the student aid measure.

7. Because of data limitations, the time intervals selected for
constituting the institutional aid variable were slightly
different from those used for student aid (1971-81. 1971-76 and
1976-81 for institutional aid, 1969-79, 1969-74 and 1974-79 for
student aid). As with the student aid analysis, the enrollment
measure (given above) was lagged one year behind the aid measure.
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8. Among the ninteen state independent sector association executives

who responded to the AICCU survey, none volunteered institutional

gid as the most important state policy issue to them. When asked

about the three most important state policy issues facing inde-

pendent institutions, only four mentioned inatitutional aid among

the top three issues, placing it behind student aid, the public-

private tuition gap, program duplication/public sector expansion

and (Mate higher education planning in terms of number of

mentions.

9. (Tuition-dependent analysis will,go here.1

10. Concerns voiced by the institutions, which we also heard, led-
CPEC to collect this type of data shown in the tables.

11. In general. it is feared that generous state student aid programs
may encourage private institutions to increase tuition (to "cap-
ture" the new state dollars without hurting state-aided
students), while it is hoped that institutional aid from the
state reduces the perceived need to increase tuition. Recently,
federal officials have propounded a similar hypothesis with
respect to federal student aid programs.

12. For the 1973-82 period for the private sector as a whole each
dollar per student increase in institutional aid to private
institutions was associated with a $0.22 decrease in tuition.

13. Of the eighteen state private college association executives who
responded to the AICCU survey question "What have been the
impacts of recent budgetary stringencies affecting state-funded
student aid programs on the more vulnerable independent institu-
tions in your state?," fourteen said these budgetary stringencies
had "increased spending from institutional funds on student
financial aid." (Three said their states had experienced no such
stringencies). More speciff.cally, eleven said these stringencies
had inhibited the institutions' ability to attract middle-income
students and nine said they had made it harder to attract low-
income students. In addition, when asked about areas of institu-
tional spending affected, eleven of the eighteen said their
institutions' spending for plant maintenance had been limited,
ten mentioned library expenditures, nine mentioned student ser-
vices, while faculty salaries, instructional equipment and capi-
tal expenditures were named by eight respondents each.

14. On the AICCU survey, the state independent sector executives SaW
the "tuition gap" and related issues as second only to student
aid in importance among current state policy issues. (Obviously
the two issues are very closely related.) When asked what the
impacts of public institutions' tuition policies over the last
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five years had been on the more vulnerable independent
institutions, fifteen of the nineteen respondents said these
policies inhibited the indepindents' ability to attract students.
Thirteen specifically identified middleincome students and nine
lowincome students. Also, thirteen said public sector tuition
policies had induced the private colleges to increase spending
from institutional funds on student financial aid.

15. See, for example, California Postsecondary Education Commission
(1982: 15-18) on the merits of regularizing public sector fee
increases.

16. Others have reported occasional concerns on the part of the
public indtitutions about program expansion efforts by
private institutions (e.g., Wilson and Miller, 1980). We found
little evidence of such concern in our field work, but this is
not a fair test since we interviewed few public institution
representatives. We did hear from state officials, however, much
more about private sector concerns in regard to program expansion
than about similar public sector concerna.

16A. This is not to aay that there have been no impacts. We found
examples (e.g., Springfield College in Illinois, the University
of Evansville in Indiana) of independent institutions that had
been forced to undergo wrenching adjustments in response to
competition from newlyopened public campuses some years ago.
Such institutions remain very wary of initiatives from their
public competitors, but they have managed to survive (although
there are a few casea where thia was not the case) and even
prosper at a smaller size and with a somewhat different program
configuration. Today, new public campuses are a rarity. The
independent campuses' major concern is with competition at the
program level, which is usually considerably less threatening to
institutional viability than a whole new riblic campus would be.

17. New York is a partial exception because, while the public institu
tions have been affected by fiscal constraints and the state has
taken a tough program review stance with respect to doctoral pro
grams, thia has not generally carried over into other program
areas.

18. We should add that awareness of the political uses of information
and policy analysis is not limited to the independeat sector
association officials in these two states. Our interviews and
the state association exeutives' responses to the AICCU survey
queations on Information policy reveal considerable interest
by many of the respondents in the types of uses of information
and analysis described in the text immediately below. See also
Odell and Thelin (1981).
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19. Typical examples of studies independent sector association
officials said they would like to see conducted done by the state
higher education agency were:

- studies of magnitude and trends in thetsCudent loan debt
burden, which almost certainly affects private sector
students more heavily than public (see Hansen 1987);

- studies of the effects of the tuition gap and availability
of financial aii on student choice (i.e., between public
and private colleges);

intersector comparisons of costs per student, student
persistence and degree completion rates, and enrollments
and completion of minority students; (private sector
interests generally feel such comparisons will reflect
favorably on them);

- studies of the "need" for off-campus programs (concerns
about competition from public, off-campus programs are a
major issue for independent sector associations).

20. Among a dozen state association executives in states with no
institutional aid to private colleges whom we asked (either in
interviews or through the AICCU survey), abouc their reasons for
disinterest in institutional aid, half mentioned concerns about
autonomy or excessive state regulation. Other, almost-as-common
reasons for disinterest were constitutional restrictions and lack
of political support. A few mentioned a division of opinion on
these issues within the independent sector.

21. This is true even if the student aid is available only to private
college students to offset tuition costs. The reason is that
inevitably, many of the aided students would have attended the
institution anyway and would have paid tuition to it (less any
institution-sponsored aid or tuition discount) from some other
source. Moreover, most state student aid programs are not so
narrowly structured to focus on private college tuition and fees
alone.
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Appendix

Data Sources and Construction of Variables for Empirical Analyses of

Effects of State Fiscal Policies on the Independent Sector

The basic purpose of the analyses described below was to assess

the impact of state initiatives (student and institutional aid

programs) and of publicsector pricing policies on private higher

education institutions. In .particular, we were interested in

determining how these pol-tcies and practices affect the private

institution's fiscal condition and policies and the quantity and

quality of the students it enrolls.

The analyses utilized several comprehensive longitudinal data

bases. Data on the enrollments and finances of private institutions

came from two major sources:

Higher Education General Information Survey (HEM): The HEGIS

data, collected by the National Center for the Education

Statistics, provide a range of information about the enrollments,

finances, faculty, and institutional resources of all accredited,

degreegranting institutions of higher education in the U.S. Our

analyses utilize data on enrollments, educational and general

(E&G) expenditures, and tuition for selected years between 1967

and 1983.

Cooperative Institutional Research Program (CIRP): The CIRP is

the nation's oldest and largest continuing program of research on

higher education. Begun in 1966 by the American Council on



Education (ACE), the program is now administered by the Higher

Eduaation Research Institute (HERI) at UCLA, under the continuing

sponsorship of ACE. Since 1966, more than 1,300 institutions have

participated in the CIRP freshman survey, which thus constitutes a

unique resource for monitoring trends in students and institutions

over the past 20 years. This data source provided information on

the first-time, full-time enrollments of selected types f

freshmen, such as low-income students, minority students, and

high-achieving students.

The major state policies and programs of interest in these

analyses are student aid programs, direct institutional aid programs

involving private institutions, and tuition and pricing policies in

the public higher education sector. Data on tuition and pricing

policies in the private sector, as well as in the public, are

available from HEGIS surveys. Comprehensive data on student financial

aid and direct institutional aid were derived from two additional

sources:

National Association of State Scholarship and Grant Programs

(NASSGP), Annual Survey Reports, 1969-1984: For the past 17 year,

NASSGP has collected statistics on need-based state scholarship

and grant programs. Its annual survey reports were used to

determine the following: year of program initiation, amount of

student financial aid dollars by state, number of awards by state,

and percentages of dollars and awards going to the private sector.
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These variables were available on a year-by-year basis for the

rieriod 1969-84.

Education Codimission of the State (ECS) publication, "Higher

Education in the State:" Between 1971 and 1981, the Education

Commission of the States reported annually on programs of state

support for private higher education. For our analyses, direct

institutional aid was defined as including contracts as well as

direct institutional aid.

State Policy: The Principal Independent Variables

The four major data sources described above were used to

construct measures of three state policy variables: student financial

aid, direct institutional aid, and public tuition. In some cases, a

given variable was measured in several alternative ways. For

instance, student financial aid programs in each state were defined by

three measures: (1) the simple existence or nonexistence of aid

programs (dummy /ariables created to reflect the presence or absence

of aid programs in a state in a particular year; (2) total aid dollars

per student: and (3) total number of awards. In certain analyses,

these latter two measures were expressed as the amount of change in

the number or average size of awards over a particular time period.

Similarly, direct institutional aid programs in each state were

defined in two ways: per-student dollar amounts of direct

institutional aid going to private institutions, and the absolute

change in such dollar amounts over various time periods. Because

these measures of both student aid and Institutional aid covered a
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wide period of time,the Higher Education Price Index (HEP) was used to

adjust dollar amounts in order to reflect constant 1983 dollars.

Enrollments and Finances: The Dependent Variables

We examined the impact of each state policy variable on a number

of outcome measures reflecting the health and well-being of private

institutions. Enrollment is, of course, a major consideration for

MSC private institutions, since the tuition paid by students

constitutes their principal source of revenue. In addition to

undergraduate full-time-equivalent (FTE) enrollments, we also used

enrollments of first-time, full-time (FIFT) students which reflect

changes in the numbers of new students attracted to the institution

each year and might therefore by expected to be more sensitive to any

new state policy or program.

While virtually all private institutions must be concerned with

their overall enrollments, many are also interested in attracting

particular kinds of students. Financial aid can facilitate access

among students who otherwise might have been unable to attend college;

it can also broaden the student's range of college choices. A major

goal of some need-based programs is to increase the numbers of

underrepresented low-income and minority students who attend college

and to enable them to attend private institutions if they so desire.

The CIRP freshman surveys provide year-by-year data on the enrollments

of these students. In constructing outcome measures, we divided

students into three income levels: low (representing roughly the

bottom one-fourth of each year's national freshman class in terms of
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append.i.x A

Survey of State Association Executives' Council
on State Policies and the Independent Sector

Developed by AICCU and the Higher Education Research Institute, UCLA

Name:
Title:
State Association Address:

City: State: ZIP:
Phone Number:

1.

INDEPENDENT SECTOR/GOVERNMENT RELATIONSHIPS

What are the three most important state-level policy issues facing independent institutions in your
state today?

Issue 1:

Issue 2:

Issue 3:

2. In your view, which best describes your state governmenrs posture toward independent institutions?
(Check only one.)

Laissez-faire. The state shows little interest in independent institutions.
Fair/Competitive. The state attempts to encourage fair competition between

independent and pubrc institutions (via such means as tuition porcies, aid to
students or institutions, program review policies; etc.)

Regulatory. . The state has a specific educational mission in mind for each type
of institution and its policies reflect this.

Ad Hoe. State responds to each issue as it comes up without an apparent guiding
philosophy.

Other. Please describe state approach as you see it:

3. Has your state govvrnments posture toward independent institutions fichanged in the last ten years?
No (if "no," go to question S.)
Yes
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family income), middle (the middle half), and high (the top

one-fourth). Ethnicity was measured as ehe percentages of freshmen

from each of four groups: White, Black, Asiab,.and American Indian.

Unfortunately, the CIRP did not start collecting statistics on

Mexincan-American/Chicano and Puerto Rican Students until 1971, so

these students had to be excluded from our analyses.

All che student financial aid programs examined in these

analyses were comprehensive state scholarship and grant programs

targeted to undergraduates and based on need, although some of them

also employed merit criteria such as grades or standardized test

scores.

HEGIS data were used to construct two measures of institutional

financial characteristics: per-student educational and general (E&G)

expenditures, and tuition. HEGIS data on public-sector tuition and

pricing policies were also used to gain insight into the effects of

the so-called tuition gap on enrollments.
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1985 SAEC Survey of State Policies

4. Has.your state government's posture become:
More laissez-faire More fairly competitive
More regulatory More ad hoc
Other. Please explain.

Can you give a specific example or two ol the change?

To what do you attnbute the change?

5. Are there state tax policies (e.g., sales tax exemption, tax credits for .charitable donations, tax
incentives for corporate donations of equipment) that help independent institutions?

No. (If "no: go to question 7.)
Yes. Please describe these in `6,5 space below:

6. Do these state tax policies distinguish between public and independent institutions?
No
Yes. Please explain how in the space below:

7. In regard to tax-exempt bonding authority (if it applies to you), has your state sought to pass upon or
influence the ways in which independent institutions spend these funds beyond any restrictions
specified in law?

No
Yes. Could you provide an example or two of where Ihis has occurred?

STATE ASSOCIATION MATTERS

8. In your view, which best descnbes your association's relationship with the
the public sector in higher education policymaking? (Check only one.)

Cooperative. The public sector suppods programs benefiting the private
sector and vice versa. If differences between arise, we settle them privately.
Non-cooperative. Although we may often be on the same side, when policy

differences arise they are not settled privately.
Competitive. Our positions and those of the public sector are often different.
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1985 SAEC Survey of State Policies

9A. Has tour association's relationship with the public sector chanped in the last ten years?
No (If "no,* go to question 11.)
Yes.

Page 3

9B. Has your association's relationship with the public sector over this pedod become: (Please refer to
definitions of terms piven in question 8).

More Ct.operative
Less Cooperative
More Comptitive

10. 0 there are areas of friction between public and private institutions in your state, what are they?

11. Do private institutions in your state cooperate with public institutions?
No Yes.

0 yes, please give examples of such cooperation that you consider significant.

12. Are there issues that generate systematic differences of view among groups of institutions
within your state association?

No Yes.
If yes, please indicate the issues involved and the types of institutions that tend to form around

different points of view.

STUDENT FINANCIAL AID

13. Please comment briefly on state policies toward student aid for independent college students. In
particular, is there a clearly stated state policy (if so, what is it?) or must policy be inferred from existing
programs and funding? Or is "policy* entirety ad hoc?
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1985 SAEC Survey of State Policies page 4

14. What factors enter into state decisions to change the funding level of state student aid programs for
which independent college students are eligible? (please check all that apply.)

Adherence to established state policy
Initiatives of governor/legislature to support access and choice

for individual students
Initiatives of governor/legislature to assist competitiveness
of independent colleges and universities

Ftmding formulas or ratios that tie state funding for independent
colleges' students to funding for public universities or their students

The rate of inflation
Fiscal health of the state government
Political efforts of independent colleges
Other? Please explain: .

Which of the above factors appear to be most influential?

15. What are the most Important obstacles to state decisions to increase the funding levels of
state student aid programs?

16. Is the focus of student aid programs changing in your state?
No (If "no," go to question 18.)
Yes: How?

From need-based to merit-based aid
From non-repayable grants to repayable loans
Toward greater emphasis on access (vis-a-vis choice)
Toward greater emphasis on choice (vis-a-vis access)
Other. How?

17. Please describe the impacts (if any) of changes in the thrust of state student aid programs that affect
independent institutions in your state.
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1985 SAEC Survey of State Policies Page 5

18. What have been the impacts of recent budgetary stringencies affecting state funded student aid
programs on the more vulnerable independent institutions In your state?

No such budgetary stringenciesa, 1 .

Yes, there have been budgetary stringencies (Please check those that apply.)
Inhibited ability to attract students
Inhibited ability to attract low-income students
Inhibited ability to attract high achieving students
Inhibited ability to attract middle income students
Increased spendkig from institutional funds on student financial aid
Umited institutions' ability to raise student fees
Limited increases in faculty salaries
Limited spending on hbrary expenditures
Limited spending on capital expenditures
Limited spending for instructional equipment
Limited spending for plant maintenance
Limited spending for student services
Other. Please describe:

19. Which of the above Impacts have been most significant? .

20. Has the period of budgetary stringency in state student aid programs ended?
No Yes.

If yes, have state student aid budgets increased more rapidly than inflation in the last two or three
years? No Yes

21. What have been the impacts of public institutions' tuition policies over the last five years on the more
vulnerable independent institutions in your state? .

(Please check all that apply.)
Inhibited ability to attract students
Inhibited ability to attract low-income students
inhbited ability to attract high achieving students
Inhibited ability to attract middle income students
Increased spending from institutional funds on studen: financial aid
Limited institutions' ability to raise student fees
Limited increases in faculty salaries
Limited spending on library expenditures
Limited spending on capital expenditures
Limited spending for instructional equipment
Limited spending for plant maintenance
Limited spending for student services
Other. Please describe:
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1985 SAEC Survey of State Policies page 6

22. Which of the above impacts of public institutions' tuition policies have been most . .

significant for the more vulnerable independent institutions?

23. What are your three highest priorities for your state's student aid program?

1.

2.

3.

DIRECT INSTITUTIONAL. AID

24a. If permitted by the state constitution, would direct institutional aid (appropriations,
grants and contracts)or, if your state already provides such Institutional support,
more of abe preferable to more Student aid in the view of your association's
membership?

No. Please explain why.

Yes. Please explain why.

B. Has your association sought direct institutional aid? Why or why not?

25. if your state appropriates funds (including grants and contracts) directly to independent institutions.
what have been the impacts (if any) on Institutional freedom of action"?
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1985 SAEC Survey of Slate Policies

STATE PLANNING .

26. Does state policy real)), reflect the role for independent institutions indicated by state
master planning documents (or their functional equivalent)?

No. If no, how do state policies toward the independent sector differ
from those envisioned in the "master plarr?

Yes. To what do you attribute these differences?

27. Does your state higher education agency involve the independent sector in state-wide
planning efforts (e.g., regarding student aid, economic development, long-
range planning for access or specific fields of study, retrenchmenrplanning, etc.)

No Yes. If yes, how? (Please check all that apply. in your state.)
Respond to draft documents or proposals
Provide data and information upon request
Testify at public hearings or board meetings
Informal contacts with staff members
Membership on advisory groups, task forces, or review teams responsible
for developing a plan

Membership on general advisory committee(s) to agency
Membership 'in voluntary state association of public and pervate colleges
Membership on regional planning council
Higher education agency board membership
Other. Please describe:

page 7

t

28. In your view, do state authorities adequately consider the availability of independent sector resources
as an alternative to those of the public sector in the state-wide (or intrastate regional) planning
process?

No Yes. Please provide an example or two of where this occurred?

29. Overall, how satisfactory are your state's efforts to take account of the interests of the
independent sector in state-wide planning? (Check only one response).

Very Satisfactory Somewhat satisfactory
Not too satisfactory Not at all satisfactory

30. How could procedures for including the independent sector in state-wide planning be improved?
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1985 SAEC Survey of State Policies

ACADEMIC PROGRAM REVIEW

31. Does your state higher education agency Involve the independent sector in program review?
No Yes. How? (Please check the items below that apply to your state.)

Respond to draft documents or proposals
Provide data and information upon request
Testify at public hearings or board meetings
Informal contacts with staff members
Membership on advisory groups. task forces or review teams

responsble for program review
Have input via membership on higher education agency board,
on general advisory group to agency, or similar mechanism

Have input via membership in regional planning council or similar
mechanism
Have input via membership in voluntary state association of

public and private colleges
Other. Please descrber

32. Does your state higher education agency engage in program review/approval with respect
to independent institutions' programs. missions, lor coursas?

No (If l'no,* go to question 36)
Yes. In the following areas:

existing missbns new missions
existing on-campus programs new on-campus programs
existing offcampus courses new off-campus courses,

33. Is state approval of independent sector programs, missions, or campuses necessary for
any of the following reasons?

No, Yes. (Please check all that apply.).
Needed for initial state accreditation or licensing
Needed for renewal of s' Ate accreditation or licensing
Needed for eligibility for s.ate institutional aid programs
Needed tor eligibility for state student aid programs
Other. Please describe.,

34. Does the independent sector participate in program review/approval of public
institutions programs?

No Yes. (Please check all that apply)
existing missbns new missions
existing on-campus programs new on-campus programs
existing off-campus courses new off-campus courses
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1985 SAEC Survey of State Policies

35. Which of the following criteria appear to
For For
Public Independents
Damousea tif applicablei

,0
4=411....

page 9

be used in state review of existing programs?

i

Review Criteria
academic quality
consistency with institutional mission
labor market demand
student interest/demand
duplication of programs offered by public campuses
duplication of programs offered at independent colleges
cost
Don't know.
Other. Please describe:

36. Which of the above criteda for the review of existing programs appea. ,..) be the most heavily
weighted?

For Public Sector Programs:

For Independent Sector Programs:

37. Have state initiatives in regard to teacher quality and teacher eck.cation had a significant impact on
independent institutions?

No. If no, are such initiatives being considered? No. Yes.
Yes. If yes, please describe the scope of these initiatives and their

impact on independent institutions.
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1985 SAEC Survey of State Policies page 10

38. Which of the following criteria appear to be used in the approval of new programs? (For each sector ..

check as many as apply.)

For For
Public Independents
Campuses Ill apolicablel.,i
.01..
..1...
./1...

fleview Criteria
academic quality
consistency with institutional mission
labor market demand
student interest/demand
duplication of programs offered by public campuses
duplication of programs offered at independent colleges
cost
Don't know.
Other. Please describe:

39. Which of the above criteria for new program approval appear to be the most important to state
authorities?

A. For public sector programs:

B. For private sector programs:

40. Would you like to see any changes in the procedures for reviewing independent sector
programs and proposals?

Ilo Yes. If yes1 please explain.

41. In your view, do independent sector institutions feel public sector programs and proposals are
adequately reviewed?

Not at all Somewhat Completely
Any additional observations on this point?

42. Would you like to see any changes in the procedures for reviewing public sector programs and
proposals?

No Yes If yes, what changes you would like to see?
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1985 SAEC Survey of State Policies page 1 1

i.

43. Has the number of programs to be reviewed in each of the faring categories significantly increased
in recent years?

Public Sector Programs
No
Yes:

New on-campus
Existing on-campus
New off-campus
Existing off-campus

Independent Sector Programs
No
Yes:

New on-campus
Existing on-campus
New off-campus
Existing off campus

44. Do the program review decisions of your state's higher education agency ever get
appealed to a higher authority?

No (If "no," please go to question 47).
Yes. How frequently?

never
only once every few years
once a year
several times a year

45. Is political influence ever brought to bear in such appeals?
No Yes, If yes, could you provide an example or two of

where and how this has occurred?

46. Are the decisions of the higher education agency usually upheld? No Yes

47. In your view, what accounts for the extent of independent sector participation in state program
reviews? (Check all that apply).

Do not participate extensively because there is little at stake for us
Do not participate extensively because we do not feel we can have much impact
Must participate by law
Need to cooperate to avoid jeopardizing support for state aid programs
Want to have influence over public sector program offerings
Part of general strategy to cooperate with others interested in higher education
Other. Please describe.
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1985 SAEC Survey of State Policies page 12

48. How does the program review process affect institutions in your state? (Please check all that apply.)
Imoads on

jncleogndents pubjics----

-

Has no significant effect
Lengthens the review of programs unnecessanly
Reduces diversity in educational opportunity
Improves the quality of offerings by weeding out weak programs
Limits the abifity of institutions to respond to market shifts
Reduces duplication of missions and programs within the state
Has preserved or significantly improved the competitive position

of one or more independent institutions
Significantly Increases costs
Erodes institutional autonomy
Stifles innovativeness in program offering
Contributes to the improvement of public/independent
sector relations

Contributes to the deterioration of public/independent
sector refations

Tends to standardize programs too much
Other. Please explain.

49. in your view, which of the following describes the overall competitive impact of statewide planning and
program review acthities on institutions in your state? (Check only one). Reduces competition
among institutions too much

Leaves competition at about the right level
Permits too much competition

INFORMATION POLICY

50a. What types of data on independent institutions do state agencies collect on a routine basis?
HEGIS data only
Data on other student characteristics not in HEGIS (for example, family
income, abilay indicators)

Data on active degree programs offered
Data on planned degree programs
Data on students sour.es of support
Data on student attrWan rat.%
Data on postbaccafwmeate study and job placements of students
Data on numbers ol appcants for admission
Cost of instruction data more detailed than in HEG1S
Data on institutional finances more detailed than in HMS
Data on use of facilities (e.g. space use indicators, buildings use, etc.)
Accreditation reports or other evidence of academic quality
Other. Please describe.
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1985 SAEC Survey of State Policies page 13

t

b. Does routine state data collection vary between independenl sector institutions or
programs that receive direct state funds and those that do not?

No. Yes. if yes, please explain how.

-
51. Are there any significant current trends in the amount of data requested by the state on a routine basis

or in the nature (e.g., level of detail) of these requests?
No Yes. If yes, please describe such trends.

52. How is the collected information used by the state? (Check all that .apply.)
Used in planning processes
Used in academic program review process
Used in state budget process
Used to monitor consistency with state policy
Used in policy analysis reports to the legislature/governor
Used in reports to the public
Disseminated to interested parties upon request
Other. Please describe.

Whether or not you checked one or more of the above, we would appreciate any details you could
provide about what the state does with the data it collects about independent institutions.

53. Does the state ever make special or non-routine data requests IA independent institutions beyond
the regular reports (e.g., for special studies of the status of the independent sector)?

No Yes If possible, please you cite one or two cases you consider
significant and explain briefly how the information was used.

54. Is the quantity or nature of the data requested by the state a problem for independent institutions?
No Yes. If yes, please explain.
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1985 SAEC Survey of State Policies page 14

55. Are you (and your constituents) generally satisfied with the types of studies and
reports the state government produces about higher education?

No Yes
Please list your three highest priority topics for additional studies or reports.

1.

2.

3.

66. Does the state provide information to help students select among institutions?
(Check all that apply apply.)

No. the state does not disseminate information to students
Publishes a data book on institutions in state (Please indicate title

and publishing agency.)

Responds to inquiries from public
Supports computedzed data base accessible to stuvants and/or counselors
Encourages institutions to provide information. (If so. how?)
Other. Please explain.

67. Do you feel that students' and parents' needs for information about institutions are
adequately served? No Yes What more (if anything) needs to be done?

58. Does the slate monitor or regulate institutional advertising or information-provision practices?
No Yes. H yes, how and with what effects?
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1985 SAEC Survey cf State Policies page 1 5

t
59. Does your association play any role in collecting or interpreting data from independent institutions in

response to state data requests?
No Yes. Please describe your rote.

THANK YOU FOR YOUR ASSISTANCE

Please return this survey to the following address by July 28th:

UCLA/Higher Education Research Institute
320 :Moore Hall
Los Angeles, CA 90024
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